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Bowever, the DCF test is a distinct outlier on the low side. 

The other three tests are closely clustered in a range of 

12.7% to 13.0% compared to 10.1% for the DCF model using 

electric utilities. Jecause of the DCF model's problems 
demonstrated in Schedule 3 of my testimony, and the superior 

accuracy and reliability of the market equity tisk premfm 

model shown in Schedule 5, the DCF model using electric 

utilities should be given little weight in determining the 

Company's cost of common stack. 

therefore, that Iowa-Illinois' cost of common stock for its 

electric operations is a t  least 1 2 . 5 4 .  

Can Iowa-Illinois maintain its weak double A bond rating if 

it  earns 12.5% on its common stock equity? 

Standard 6 Poor's determines bond ratings based on 

quantitative and qualitative considerations. 

quantitative considerations revolve around income and asset  

protection and cash flow adequacy. They are: pretax 

interest coverage, funds flow interest coverage, total debt 

t o  total capital including preferred stock, funds from 

operations to total debt, and net cash flow to capital 

expenditures. The benchmark levels for single A and double 

A bond ratings appear in Schedule 22. 

It is my judgment, 

The five key 

Based on the  common equity ratio used in this 

proceeding and interest coverages based on a 12.5% return on 

common stock equity for the t e s t  year, the Company should be 

able to maintain its weak double A bond rating. 

41 



4D e. 1 9 .  Does t h i o  complete your testimony? 

I) .- 

2 A. Yes, thank youl it does. 

4 2  
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Iowa-Illinois Gas ant? 
Electric Company 

Docket No. RpU-93- 
E x h i b i t  (CAB-1) 
Schedule= 
Page 1 of 1 

IOWA-ILLINOIS GAS AND ZLECTRIC COM-=ANY 
COMMON STOCK ISSUANC3 COSTS 

OTHER TOTAL 

PRICE EXPENSES EXPENSES COSTS 
SUBSCRIPTION UNDERWXTING ISSUANCS I S  SUANC3 

3 4 $ s 
1972 9,364,348 122,649 187,251 309,900 
1973 a ,  868,750 412,005 8 3 , 9 7 1  500,976 
1975 18 ,000 ,000  830,000 115,592 915,592 

1977 16,500,000 430, o o o  87,044 (11 567,044 
1978 16,218,750 4a0,ooo 87,043 (1) 567,043 
1980 17,750,000 640,000 6 7 , 7 8 3  707,783 
1992 61,562,500 2,125,000 247,822 2 , 3 7 2 , 8 2 1  

TOTALS: 148,264,348 5,083,654 881,506 5,971,163 

AVERAGE 
ISSUANCE 
COST: 

- -. - . . . - . ... - 

4.05 

(1) Issuance c o s t s  for the 1977 and 1978 common stock 
issues were r e p o r t e d  t o g e t h a r  i n  1978. Por  t h i s  
purpose, one-half  of t h e  c o s t s  were assigned to 
each of the  years 1 9 7 7  and 1978. 

. . . . . .- 

Source :  Iowa-Illinois 
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I N  R E :  1 
) DOCKET HOS. RPU-33-22 

~~ ~ 

RPU-84-23 
(TF-86-743, TF -87 -131) 

09DEX A C C E P T I N G  STIPULATiON 

(!ssued Januz-y 13, 19S8! 

On January 11, 1985, a "St ipu!zt ion" signed by a l l  p a r t i e s  t o  t he  

j u d i c i a l  review orocsedings  in ! o w ~ - ! ' l i n o ~ s  -- v .  ISCC, 412 P!.N.?d 630 ( i o h  

1987) was f i l e d  with the U t i l i t i e s  Soard ( k a r d ) .  

designed t o  resolve a l l  r m a i n i n g  i s sues  i n  Docket  No. 2PU-33-22, t he  

e l e c t r i c  r a t e  case ,  and D o c k t  No. 4PU-95-23, the gas  ra t s  case. The Board 

has rivi2wed t h e  s t i g u l a t i o n  a n d  i t  will  be acceptzd a s  the  f i n a l  

r e s o l u t i o n  of a l l  i s sues  i n  these dackets. 

The s t i p u l a t i o n  w?s'  

Consis ten t  w i t h  the  t e r n s  ana  a g r e e n 2 n t s  con t s ined  i n  t he  the 

s t i p u l a t i o n ,  t h e  gas t a r i f f s ,  i d e n t i f i e d  as T7-36-743, w i l l  be deemed f i n a l  

r a t e s  in  Docket No. RPU-84-23, a n d  the e l e c t r i c  t a r i f f s ,  i d e n t i f i e d  as 

Ti-87-131, w i l l  be deemed f i n a l  rates in Docket No. RPU-83-22. The Board 

further f i n d s  t h a t  no addi t iona l  refunds a r e  required i n  t h e s e  dockets ;  

t h e r e f o r e ,  c a n c e l l a t i o n  of t he  respec t ive  corpora te  under tak ings  will be 

approved. F i n a l l y ,  t he  aozrd wi l l  t e r z i n a t e  these docke t s .  

IT I S  T H E R E F O R E  O R D E R E D :  

1. The s t i p u l a t i o n  f i l e d  i n  Docket No. RPU-83-22 i s  accept td .  

2. T h e  s t i p u l a t i o n  f i l e d  i n  Docket No. RPU-84-23 i s  accep tzd .  
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Docket : ios .  W J - 2 3 - 2 2 ,  R?U-3:-?: (75-35-733, TF-37-13:) 
Pags 2 

3.  T3riCf filings TF-35-74? a n d  TC-S7-:31 are acceoLL26 as final rates 

i n  Doc'...: '40s. ??Li-34-23 213 1? '1 -5! -22  respcztively. 

4. !io addizional r e f g n l s  a??  r?cuir?d i r i  Dock2t No. RPU-SS-23 or 

Docket No. ??LI-33-?2 and :he  r c s ? e s t < v e  c o r m r a t e  undertakings sh.11 be 

cancel 122. 

5 .  D o c k e t  Lo. RPY-34-23 an? Docket No. RPU-93-22 a re  terminatsd. 

U T I i ! T I f S  B34r13 
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ab STAYS OF IOWA 

DEPARTMZXT OF COMMERCE 

IOWA STATE UTiiITIES BOARD 

1 
IN RE: 1 

1 
IOWA-ILLINOIS GAS AND ELECTRIC COMPAN? ) DOCKET NOS. RPU-83-22 

) AND RPU-84-23 

STIPULATIOX 

This Stipulation is by an2 between Iowa-Illinois Gas and 

Electric Company (Iowa-Illinois), the Iowa Office of Consumer 

Advocate Division of the Iowa Department of Justice (OCA), and 

the Iowa State Utilities Board (goard), herein collectively 

referred to as the Stipulating Parties. 

' 
ARTICLE I 

Background And Summary 

On May 26, 1983, Iowa-Illinois filed revised electric tariffs 

with the Board designed to recover additional annual electric 

revenue of $50,365,000 above the level authorized by the Board in 

Docket No. RPU-81-5. The revised electric tariffs were suspended 

by the Board by Order of June 24, 1983, docketing the case as a 

formal proceeding, Docket No. R?U-83-22. Intervenors in the 

Docket included the OCA. 

By bench ruling of October 13, 1983, and subsequent order of 

October 14, 1983, the Board authorized Iowa-Illinois to begin 
ab 
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collecting an interim electric rate increase, subject to refund, 

of $37,088,000 above the final Board order level in Docke: NO. 

R?U-81-5, which collections began on October 14, 1983. On April 

25, 1984, tne Board issued its Order Modifying and Affirmlng 

Proposed Final Decision reducing the annual increase in electric 

rates to approxima-ely $36,027,000 above the Docket No. RPU-81-5 

final order level. 

Petitions for Judicial Review of the Board's April 25, 1984 

Order were filed by Iowa-Illinois and the OCA. On June 13, 1984, 

as modified on July 24, 1984 and April 30, 1986, the Distric: 

Court for Scott County, Iowa actnorized Iowa-Illinois to collect 

additional amounts of annual electric revenue above the April 25, 

1984 Order level. 

On May 11, 1984, Iowa-Illinois filed revised gas tariffs with 

the Board designed to recover additional annual gas revenue of 

$7,675,000 above the level authorized by the Board in Docket No. 

RPU-80-19. The revised gas tariffs were suspended by the Board 

by Order of May 30, 1984, docketing the case as a formal 

proceeding, Docket No. RPU-84-23. The only intervenor in Docket 

No. RPU-84-23 was the OCA. 

On August 3, 1984, the Board authorized Iowa-Illinois to 

begin collecting an interim gas rate increase, subject to refund, 

of $5,275,000, which collections began on August 6, 1984. On 

August 29, 1984, the Board issued an Order reducing the annual 

increase in gas rates to approximately $4,259,000. 

-2- 
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Petitions for Judicial Review of the August 29, 1984 Order 

were filed by Iowa-Illinois and the OCA. Those Petitions were 

consolidated with the appeals pend.lng before the District Court 

for Scott Coonty, Iowa, regarding t h e  Board's April 25, 1984 

Order in Docket No. R03-83-22. 

By decision dated April 2, 1986 and order of April 30, 1986, 

the District Court reversed in part, remanded in part, and 

affirmed in part the Bcard's Rgril 25, 1984 Order and August 29, 

1984 Order. ADpeals were thereafter taken to the Iowa Supreme 

Court by Iowa-Illinois, the OC.\, ac2 the Board. 

On December 16, 1986, Iswa-Illincis filed with the 3oard 

revised gas tariffs in Docket No. RDU-84-23, identified as TP-86- 

743, designed to produce annual gas revenues of $5,212,000 above 

the level authorized by the Soard in Docket No. RPU-80-19. The 

revised gas tariffs were permitted. by the Board to become 

by Iowa-Illinois on February 16, 1987, 

by which Iowa-Illinois refunded to its 

amount of approximately $159,000 plus 

On April 30, 1987, Iowa-Illinois f 

effective February 2, 1987. 3y ord.er issued March 13, 1987 in 

Docket No. REU-87-8, the Board alsc approved a refund plan filed 

as amended March 10, 1987, 

Iowa gas customers the 

nterest and sales taxes. 

led revised electric 

tariffs in Docket No. RPU-83-22, identified as TF-87-131, 

designed to produce annual electric revenues of $41,599,000 above 

the level authorized by the Board in Docket No. RPU-81-5. The 

-3- 
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revised electric tariffs were pernnitted by the Board to become 

effective June I, 1987. 

On September 23, 1987, the Icwa Supreme Court affirmed the 

District Court's April 2, 1936 decision and April 30, 1986 order 

on all issues. At the time of this Stipulation, Docket Nos. RPU- 

83-22 and RPU-84-23 are before the Board on remand. 

Pcrpose 

This Stipulation has been prepared and executed by the 

Stipulating ?arties for the pcr?cse of resolving all issues in, 

and disposing of, Docket Ncs. R?U-83-22 and RPU-84-23. 

AR?ICLE 111 

Covenants 

The Stipulating Parties stipulate and agree a s  follows: 

1. For purpose of settlement, the gas tariffs identified as 

TF-86-743, permitted by the Board to become effective February 2, 

1987, shall be deemed to be the final approved rates ir, Docket 

No. RPU-84-23. No further refunds of collections by Iowa- 

Illinois associated with Docket No. RPU-84-23 and its attendant 

appeals shall be required. 

2. For purpose of settlement, the electric tariffs 

identified as TF-87-131, permitted by the Board to become 

effective on June I, 1987, shall be deemed to be the final rates 

in Docket No. RPU-83-22. The issue remznded t o  the Board by the e 
-4- 
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@ District Court, as affirmed by the Supreme Court, shall be deemed 

to be resolved by this Stipulation; provided, however, that 

neither the methodology empioyed by the Board nor the resolution 

of that issue shall be cited as a precedent by any Stipulating 

Party, including the Board, in any subsequent proceeding 

involving Iowa-Illinois. No additional surcharge or refunds of 

collections by Iowa-Illinois associated with Docket No. RDU-83-22 

and its arrtendant appeals shall be required. 

A?."ICLE IV 

Privileae and Limitation 

This Stipulation shall become effective and be binding upon 

the Stipulating Parties upon its execution by all signatories; 

provided, however, that if this Stipulation does not become 

effective it shall be null, void, and privileged. This 

Stipulation is intended to relate only to the specific matters 

referred to herein. No Stipulating Party waives any claim or 

right which it may otherw;se have with respect to any matter not 

expressly provided f o r  herein. No Stipulating Party shall be 

deemed to have approved, accepted, agreed or consented to any 

ratemaking principle or any method of cost-of-service 

determination, cost allocation, property evaluation or rate 

design underlying or supposed to underly any of the provisions of 

@ 

this Stipulation or be prejudiced thereby in any future Iowa- 

Illinois rate proceeding or any other proceeding. 
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AaTZCLE v 
Relationshi? t3 Existinq Tariffs 

On June 1, 1987, Iowa-Illincis filed revised gas tariffs, T?- 

07-186, which reduced the gas razes identified as TF-86-743 by 

approximately $1,480,000 annually, in accordance with 199 I.A.C. 

530.5. These gas tariffs TF-87-186, which were permitted by the 

Board to become effective ;uly I, 1987, are not modified by this 

Stipulation. 

On June I, 1987, Iowa-Illinois filed revised electric rates, 

TF-87-187, which reduced the electric rates identified as T.P-87- 

131 by approximately $8,4:8,000 annually, in accordance with 199 

I.A.C. 530.5. These electric tariffs TF-87-187, which were 

permitted by the Board to become effective July 1, 1987, are not 

modified by this Stipulation. 

AXTICLZ v: 
Boar5 Action 

Within twenty (20) days after the execution of this 

Stipulation, the Board shall issue an order (1) accepting this 

Stipulation; (2) acknowledging the gas tariffs identified as TF- 

86-743 to be the final approved rates in Docket No. RPU-84-23; 

(3) acknowledging the electric tariffs identified as TF-87-131 to 

be the final approved rates in Docket No. RPU-83-22; (4) 

acknowledging that no additional surcharge or refunds of 

collections by Iowa-Illinois in either Docket Nos. RPU-83-22 or 

-6- 
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RPU-84-23 are required; (5) authorizing Iowa-Illinois t o  cancel 

its corporate undertakings i n  Docket Nos. RPU-83-22 and RPU-84- 

23; and (6) terminating the ?roceedings in Docket Nos. RPU-83-22 

and RPU-84-23 and closing s a i d  aockets. 

IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 

BY /--l / 
Z .  J. Hartman 

Vice ?resident-General Counsel 
Iowa-Illinois Gas and Electric Company 
206 Eas: Secmd Street 
P. 0. Box 4350 
Davenpcrt, Icwa 52808 

Date? this 15 day of December , 1987. - - 

IOWA STATE UTILITIES BOARD 

BY 
S u s a n  Allender 

General Cowsel for 
Icwa State Uzilicies Board 
Lucas Szate Office Building 
Des Moines, iowa 50319 

Dated this&& - day o& , I C .  

OFFICE OF CONSUMER ADVOCATE 

BY . 
Da v id Co nn 

Attorney for 
Office of Consumer Advocate 
Lucas State Office Building 
Des Moines, Iowa 50319 

Dated t h i s  /g..* day of w- I 1 9 3  

-7- 
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STATE OF IOWA 

IOWA STATE C O ! W E X E  COIII1ISSi9N 

T 
I N  RE: 1 

) 
IOWA-ILLINOIS GAS AND ELECTRIC C9. DOCKET NO. RPY-83-22 

- 

ORDER MODIFYING NO AFF!PII!IG PROPOSED FI)IAL nECISIOH 

( Issued  Aoril 25,  1984) 

O n  Febrmry 21, 1986, a propossd f inal  order wai issued i n  t h i s  docket 

by Commissioner Varley, who  heard these Droceedings as  presiding of f icer .  

P u r s u a n t  t o  Iowa Code Section ' .7 \ . !3!3)  (19831, notices of appeal wers 

f i l e d  by Iowa-I l l ino i j  Gas and E lec t r i c  Company (Company) on March G and  

the Office o f  Consumer Advocate ( O C A )  on March 7 .  Each of these par t ies  

f i l e d  a response t o  the o the r ' s  notice o f  appeal, a n d  Iowa Ratepayers 

Association ( I R A )  f i l e d  a response t o  bo th  notices on March 21. 

sane day, the  Commission issued x order extending the ten-month deadline 

i n  t h i s  case,  pursuant t o  iowa Code Section 4 7 6 . 3 ? ( 3 )  (1983). T h i s  

extended the deadl ine froin :lsr:h 25 to  April 25, 19k4. 

On the 

The proposed f i n a l  order wil; be affirmed, subject t o  :ne modifications 

and addi t ions contained in t h i s  order. Company's investment i n  the 

j u r i s d i c t f o n a l  generating capacity tqill be corrected t o  read $323,419,000 

ra ther  than 5324,352,000 (Tr. 2900), and  t h e  in-service date  f o r  the Louisa 

Generating S ta t ion  will be corrected t o  read October 13, 1984, rather than 

Scptenber 30, 1984. 
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In gener i l ,  those port jons o f  tne proposed f ina l  order  re la t ing  t o  the 

determination o f  Company's excess capacity are  adopted by the Commission. 

However, the Con:l?fjsion ,will expand on some of  t he  language contained i n  

t h a t  order. 

capacity" as  " tha t  portion of t he  public u t i l i t y ' s  e l e c t r i c  generating 

capacity which  exceeds the amount reasonably necessary t o  provide adequate 

and r e l i a b l e  service as determified by the comnission." 

d i r ec t s  t h e  Commi's5ion t o  detzrqine what level o f  generating capacity i s  

necessary t o  provida "adequata and r e l i a b l e  service." 

necessary t o  dis t in5uish between decisions and rulings made w i t h  respect t o  

Individual generating f a c i l i t i e s  a n d  Conpany' j t o t a l  generating capacity. 

I t  i s  c l ea r  t h a t  t he  Louisa Generating Stat ion (Louisa) ,  by i t s e l f ,  i s  

"uscd and useFul" and the decis ions made by Cmpany w i t h  respect t o  Louisa 

were prudent when made, b o t h  s t  t he  original planning s tage and d u r i n g  the 

construction o f  the  f a c i l i t y .  However, the  r2qufred. determination 

concerning the  amount of  generating capac i t j  reasonably 'necessary t o  

provide adequate and r e l i a b l e  servfce  i s  a de te rmina t ion  which appl ie j  t o  

Company's e n t i r e  generating capaci ty ,  ra ther  t h a n  t o  each p lan t  

individual ly .  Each f a c i l i t y  may individually meet a l l  o f  the  requirements 

o f  t h e  prvdency and "used and useful" standards, b u t  Company's t o t a l  

generating capacity may s t i l l  exceed the amount reasonably necessary t o  

provide adequate and r e l i a b l e  serv ic? .  

decide w h a t  reserve margin dependably provides w h a t  the  ratepayers need. 

Iorva Code Section 476.53  (1983 Snpplezent) defines "excess 

This language 

To t h i s  end., i t  i s  

I t  i s  the Commission's duty t o  

i 
I 
I 
I 

I 
I 
I 

I 
I 
I 
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The principles applied by t h e  Commission i n  t h i s  proceeding were 

recently approved by the ?ova Supreme Court. 

E lec t r fc  Coapany Y. I o w a  State Comerce Commission, No. 83-656, slip op. 

(April l!, 19841, the Suprme Cour t  s t a t e d  t h a t  "the f ix ing  o f  ra tes  

requires ' a  balanclng of the inves tor  and the cons?ner i n t e r e s t s , '  even i f  

the balancing s h o u l d  r e s u l t  in no ne t  revenues for the u t i l i t y , "  c i t ing  

Federal Power tommissi,on L- v. Hope f!atural - G a s  Comoany, 320 U.S. 591, 603, 64 

S. Ct. 281, 288, 88 C. Ed.  333, 345 (19441. The  Suoreine Court also s ta ted 

t h a t  "nothing i n  the consti tutional requirement t h a t  a u t i l i t y  rereTve a 

f a i r  return on i t s  investment prohib i t s  a lower return f r o in  the ratcpaying 

public upon a p a r t  o f  the investnent t h a t  turrls o u t  t o  be mnecessary, even 

when the u t i l i t y ' ;  decision t o  mak-1 the investment was prudent.'' 

o p . ,  a t  111 The Suoreme Court quoted Pcrmi3n Basin Area Rate Cases, 390 

U . S . ,  a t  769, 88 S. C t . ,  a t  136i, 20 L. Ed.Zd, a t  337 (I%!?), t o  the efFect 

t h a t  ' [r legulation may, consistently w i t h  the  Const i tut ion,  l i n i t  

s t r lngent ly  the return recovered o n  investment, f o r  investors '  i n t e r i s t s  

provide only one o f  the variables in t h e  cons t i tu t iona l  calculat ion o f  

reasonableness." Thus, the I o w a  Supreme C o u r t  has affirmed t h e  

Commission's principle o f  balancing i n t e r e s t s  and examining the u t i l i t y ' s  

e n t i r e  generating capacity when determining an e l e c t r i c  u t i l i t y ' s  excess 

capacity. 

"used and  useful" standards t o  Individual uni ts .  

the d i s t inc t ion  betdeen the usefulness of pa r t i cu la r  f a c i l i t i e s  and t h e  

userulness o f  the to ta l  of those f a c i l i t i e s .  All un i t s  m y  be used and 

useful when viewed individually,  b u t  t h e  determinative i s s u e  is whether the 

cumulative lnvestment i s  used a n d  useful ."  

In Iowa-Ill inois -- Gas and 

--- 

- 

( s l i p  

---- 

The basic issue here I s  n o t  t h o  application of t he  prudency and 

"This argument ignores 

(Sl ip  OF. ,  a t  12)  The 
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applicable test ,  therefore ,  i s  a general one: 

generating capacity necessary f o r  the provision of adequate and r e l i ab le  

service? Having applied t h i s  t e s t ,  the proposed f ina l  order  properly finds 

t h a t  a l l  generating capacity i n  excess o f  125 percent  of experienced peak 

demand, as adjus tsd ,  is excess cayacity,  subject t o  I o w a  Code 

Sect; ,n 476.53 (1983 Supplenent). 

Is the company's - to ta l  

Method o f  Calculating Deferred Federal Income Taxes 

In t he  proposed f ina?  order,  deferred federal  income taxes were t o  be 

t r ea t ed  according t o  the ?r inciples  applied i n  Northwestern Bell Telephone 

Conpany, ISCC Dockst No. RPU-82-69 (October 4, 1983), and Iowa Power and  

- L i g h t  Company, ISCC Doc' i2 t  !lo. VU-82-12 (February 10, 1983). Company was 

t o  be allowed t o  continue t o  collcs; the higher rates under bond, pending  a 

- 
-_I_- 

decision by thc Interrla! Sevenue Service. 

However, t h e  f u l l  Conmission will moriiFy the proposed f ina l  order w i t h  

( P .  26;  Order No. 4, p. 3G). 

respect t o  t h i s  i s sue ,  t o  r e f l e c t  t h e  principles appliad i n  Iowa Power and 

L i g h t  Conpany, ISCC Docto: No. RFlJ-83-24 (April 6, 1984). 

--- 
- 

Company argues t h a t  deferred federal income taxes should be calculated 

a t  the s t a tu to ry  r a t e  07 46 percent,  while OCA contends t h a t  deferred 

fedcral incomc tax l i a b i l i t y  should be based on a n e t  e f f e c t i v e  r a t e  of 

41.63 percent. 

t h e  language o f  Treasury Regulation Section 1 . 1 6 7 ( 1 ) - l ( h ) ~ l ) ( i j i ) ,  s e t  

fo r th  on page 25 of t h e  proposed final order. 

provides t h a t  t he  deferred t a x  1 i a b i l i t y  must be "computed w f t h o u t  regard 

t o  credi ts ."  In contrast ,  there i s  n o t h i n g  i n  the regula t ion  w h i c h  

The difference r e s u l t j  from d i f f e r ing  in t c rp r s t a t ions  of 

T h a t  regulat ion expressly 

ind ica tes  t h a t  t he  deferred federal income tax  l i a b i l i t y  should be computed 
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without regard t o  deductions perni t tad by the Internal Revenue Code (IRCI. 

one of  which i s  the deduction o f  current  s ta t :  income taxes under IRC 

Section 164. Furthermore, the use  o f  the term "tax l i a b i l i t y "  i n  the 

regulations su;lports t he  conclusion t h a t  s t a t e  inccme taxes can be deducted 

i n  t he  calculat ion.  

s ta te  income taxes may be deducted i n  the computation o f  the deferred 

federal  income tax l f a b i l i t y .  

Therefore, i t  i s  reasonable t 3  conclude t h a t  cur ren t  

Current s t a t e  income taxes t o  be deductcd in t h e  two ca l cu la t ions  o f  

t h e  federal income tax l i a b i l i t i e s  rust be s t a t e  ir,cone taxes calculated i n  

accordancs w i t h  Iowa law. As we have previously held,  Iowa Code 

Section 422.35 (1983) e f fec t ive iy  requires t h a t  the same depreciat ion 

deductions used i n  calculat ing federal  taxable incame be used i n  

ca lcu la t ing  Iowa taxablc income because: 

s t a r t s  wtth federal  taxable income, and ( 2 )  tho s t a t u t e  does no: provide 

f o r  any different depreciation deduction, Iowa E lec t r i c  Light a n d  Power 

Conpany, ISCC Docket No. RPC-83-23 (flarch 26, 1984); Northwestern Bell 

Telephone Conpany, ISCC Docket No. RPU-82-49 (October 4, 1983); Iowa Power 

-- and L i g h t  Company, ISCC Docket No. RPU-80-36 ( Ju ly  31, 1481). 

i t  follows t h a t  i n  the calculat ion o f  federal income taxes u s i n g  

s t ra ight -1  fne depreciation, the proper s t a t e  income taxes t o  deduct are  

those  calculated i n  accordance w i t h  Iowa Code Section 422,35 (1993) u s i n g  

s t r a i g h t - l i n e  depreciation. 

Sect ion 1 . 1 6 7 ( 1 l - l ( h ) ( l ~  ( i i i )  permits the deduction~of s t a t e  Incone t axes  

ca lcu la ted  i n  accordance w f t h  t h e  s t a t e  law i n  the ca1culatio.n o f  federal  

deferred income taxes using s t ra ight - l ine  depreciation, a n d  where 

s t r a l g h t - l i n e  depreciation i s  deducted i n  t h e  calculat ion of federa l  income 

(1) net  income i n  Scction 472.35 

-- -- 
- 
-- 

Therefore, 

I n  other words, we conclude Treasury Reg. 
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taxes,  s t r a i g h t - l i n e  depreciation, in e f f e c t ,  be deducted in t h e  

calculat ion of s t a t e  income ',axes. This resu l t s  i n  deferred Federal income 

t a x  l i a b i l i t y  equalling 41.63 percent o f  the difference beueen the 

accelerated depreciation d e d u c t i o n  a n d  t h e  subsection (1) depreciation 

deduction. 

For a l l  tine above reasons, we conclude t h a  correct t a x  r a t e  t o  use i n  

ca lcu la t ing  deferred federal lncome taxes fo r  Iowa u t i l i t i e s  i s  41.63 

percent. Therefore, we f i n d  O C A ' S  proposed ad jus tnen t ;  concerning deferred 

' federal income taxes, as set  forth by OCA witness Dupic, should be adopted. 

We will n o t  allow Corpany t o  c o l l x t  h igher  ra tes  under bond pending a 

l e t t e r  ru l ing  by the IRS. 

In te res t  jynchronization Adjustnent 

The proposed f i n a l  order adopted the i n t e r e s t  synchronization 

adjustment proposed by OCA. (P. 23; p .  35, Finding No. 23 ) .  

adjustment was properly calcui ated in the appendices accompanying the 

proposed f i n a l  order, t i e  language used nay have bem unclear. The 

Commission w i l l  ca lcu la te  the i n t e r e s t  synchronization adjustment i n  the 

manner proposed by OCA. 

upheld i n  several federal court decisions. 

Federal Enerqy Regulatory Cormision, 668 F.2d 689 ( 8 t h  Cir. 19811; Fl iPCO 

Municfpal - Rate Cornittee v. Federal Energy Regulatory Conmission, 668 F.2d 

1327 (D. C. Cir .  1981): Public Service Commission of New Mexico v. Federal 

Energy Regulatory Commission. - 5 5 2  F.2d 681 (D. C .  Cir. 1981). 

Vhile the 

I t  shou ld  be noted t h a t  this adjustment  has been 

Union E lec t r f c  Company v. - - 
- 

I- - 
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Nuclear Oecornmissioning 

The text o f  the proposed f ina l  order was s i l e n t  w i t h  respect t o  the 

issue o f  flow-through treaL?ent of federal income t a x  balances associated 

with nuclear decommissioning, a treatment proposed by OCA (Ex.  120, 

Schedule 1, p.  24, 1 .  6). However, the relevant calculations shou ld  have 

been made as proposed by OCA, based on t he  September 30, 1983, balance. 

This treatinent i s  cons is ten t  w i t h  Commission precedent a n d  with the 

treatment of the other t a x  issu?s raised, and so t h e  adjustment wil1 be 

made as proposed by OCA, b u t  on t?e  basis  of tne September 30, 1983, 

balance i n  t h i s  account. 

P i l o t  Project  

A t  the October 17, 1963, hezring conducted in t h i s  case, the Iowa 

Ratepayers Association (IRA) tendered as witnesses several o f  Company's 

customers, with the general purpcse Of t e s t i fy ing  as t o  the efFects o f  a 

r a t e  increase.  

ratepayers did n o t  u n d e r s t a n d  :he functioning o f  a regulated u t i l i t y  and, 

i n  pa r t i cu la r ,  the re lat ionship between the energy used and t h e  b i l l s  

received. 

hearings h e l d  i n  t h i s  docket supports the conclusion t h a t  ratepayers in  

general a r e  somewhat confused w f t h  respect t o  some of the basic featurgs o f  

regulation. 

solutions,  Company i s  directed t o  work w i t h  the Commission's Rates 

Research & Policy Division t o  prepare a p i l o t  project  f o r  the purpose o f  

evaluating various methods o f  educating consumers. The Commission would 

prefer  t o  see a pro jccr  which will  r e s u l t  I n  quantifiable resu l t s .  

successful,  the Conmission will considcr ex tend ing  the program t o  include 

On cross-examination, i t  became apparent t h a t  these 

An examination o f  the  testimony received i n  the consumer colrment 

In order t o  study this problem and evaluate possible 

If 



e 

'I 

e ;i 

!, 

1: 

j 
jl 
I! 

/I 

MidAmerican Exhibit 8.1 
Page 344 of 654 

Docket No. RPU-83-22 
Page 8 

.. .*. other  investor-owned d t i  1 1  L i e s .  

p l a n  f o r  a p i l o t  p ro jec t  d i rec ted  a? these goals  on or  befor? September 1. 

1984. 

Therefora, Conpany i s  directed t o  submit a 

FINUIVGS OF FACT 

Based upon  o u r  r e v i w  o f  t he  e n t i r e  rtcord i n  this proceeding, we 

hercby summarize o u r  findings o f  f ac t .  The f i n d i n g s  o f  f a c t  contained i n  

t he  proposed f ina l  order  ar? adopted herein,  t o  t he  extent  no? overruled or 

modified. 

I. Company's investaent  i n  ju r i sd ic t iona l  generating capacity is 

$323,419,000. 

2 .  The federal  t ax  balances associated w i t h  nuclear decoimnirsioning 

sha l l  receive flow-through treatment,  i n  accord w i t h  f inding of f a c t  No. 26 

o f  t he  proposed f ina l  order. 

3. Company's deferred izderal  income t a x  l i a b i l i t y  cornput?d according 

t o  i r e a s .  Reg. S ~ , 1 6 7 ( l ) - ~ I ) h ) ( l ) ( ~ i i )  i s  41.63 pwcent  o f  t h a t  pa r t  o f  

t he  difference between the . t a x  depreciation d e d u c t i o n  and s t ra ight - l ine  

dcpreciation expense for whfcn normalization accounting i s  required by ?he 

Internal Revenue Code. 

4. The appropriate  adjustments t o  Company's operating income 

statement resulting from, and consis tent  w i t h ,  our o t h v  f i n d i n g s  

( including the  proposed f ina l  order, where n o t  inconsis tent]  should be 

adopted, and Company's net  operating income, f o r  purposes of t h i s  

proceeding, 7 s  $48,212,000, a f t e r  adjustment has  been made for excess 

capacity.  

5. Company's p~roposed t a r i f f s  and ra tes  there in  are unjust  a n d  

unreasonable and therefore  should 'be re jected and a refund ordered. 
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6. In t e re s t  should oe ca lcu la ted  on the  basis o f  the  i n t e r e s t  paid o n  

24-month bank loans t o  ind!viduals as  szt  forth i n  Federal Reserve 

S t a t i s t i c a l  Release G.19 Flus 2 percent per  annum, computed under the 

applicable i n t e r e s t  r a t e  f o r  each month  t h e  overcollection was retained, 

compounded annually . 
CONCLUSiONS OF LAU 

1. The Comission has j u r f s d i c t i o n  o f  t he  pa r t i e s  and subject  mztter 
I. 

': of this proceeding. 

2. Pursuant t o  Treas. Reg. § l.I67(l)-(l)(h)(l)(iii), the  anount  o f  

deferred federal  income t a x  l i a b i l i t y  i s  tne  excess (computed w i t h o u t  
' 

rega;d t o  c red i t s )  o f  the  actual tax  l i a b i l i t y  calculated us ing  the  

'j accelerated depreciation deduction and a l l  o ther  deductions, including 

" s t a t e  income taxes, over what t h a t  t a x  l i a b i l i t y  would have been tising 

subsection (1) depreciation deduction and a l l  other d e d x t i o n s ,  including 

state incorce taxes. 

3.  Section 50 o f  t he  Act o f  May 17, 1983, ch. 127, 1983 I o w a  Acts 269 
' 
;. 

(H.F. 312) requires t h e  appl icat ion of t he  excess capacity adjushen: of 

Iowa Code Section 476.53 (1083 Supplement) t o  this  r a t e  proceeding. 

IT IS THEREFORE ORDERED: 

1. The proposed f ina l  order issued by the  presiding o f f f c e r  i n  Dockat 

No. RPU-83-22 on February 21, 1984, i s  affirmed and adopted, subject  t o  t h e  

spec i f i c  modifications and chmges s e t  f o r t h  f n  this order. 

2.  The t a r i f f s  f i l e d  by Company a n d  made the subjec t  o f  t he  

invest igat ion i n  this docket are  hereby declared unjust ,  unreasonable, and 

unlawful. 
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3 .  On or before the expiration of for ty-f lve days from the date o f  

t h i s  order, Company shall  f i l e  revised t a r i f f s  s e t t i n g  schadules o f  

e l e c t r l c  ra tes  3s requirsd by the  findings o f  t h i s  order ,  the attached 

schedules ( a d o p t e d  herein by reference) a n d  the proposed f ina l  order issued 

February 21, 1984. 

4.  Rates based on t e s t  period usage contained i n  the revised ta r i fFs  

designed t o  produce a revenue requlrement of j162,778,000 f o r  Company shal l  

be considered t h e  lawfui ra tes  chargeable by Company sfnce the date of  the 

ra tes  which are the subject  o f  t h i s  proceeding were placed in  e f f e c t  

subject t o  refund. 

5 .  On o r  before the e x p i r z t i o n  o f  for ty-f ive days from the date O F  

t h i s  order Company shal l  submit for our consideration and approva! a plan 

by which refunds shall be made t o  customers, i n  accordance with the 

findings herein, together w i t h  sa les  t a x  a n d  i n t e r s t  on excess collections.  

The i n t e r e s t  shall be calculzted as s e t  f o r t h  i n  finding of f a c t  No. 6. If 

no refunds a re  necessary as a r e su i t  of th is  order,  Company shal l  f i l s  a 

statement indicating no refunds are necessary and  submit supporting d a t a  

f o r  i t s  conclusion. 

6. Motions and objecticns nct previously g r a n t e d  o r  sustained ara  

denied o r  overruled. 

addressed specif ical ly  herein is rejected e f ther  as  not  supported by the 

evidence or a s  n o t  being of sufficient persuasiveness t o  warrant comnent. 

Any argument i n  the i n i t i a l  o r  reply b r i e f s  n o t  

I W  STATE COMMERCE COMMISSION 

tLLL44- 
ATTEST: 

ommissioner 
25th day of April,  1984. I owa ,  this 
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Appendix 
Schedule A 

Revenue Requirement 

Rate Base 

Allowed Rate o f  Retxrn 

All owed Return 

Pro Forma 

Return Deficiency 

Revenue Deficiency, including t a x  e f f e c t  

Excess Capacity 

Revenue Increase 

Pro Forma Revenue 

Revenue Increase 

Revenue Requitenent 

Amount 
(000) 

5453,544 

11.14% 

50,525 

33,435 

i 7 , m  

34,970 

4,672 

30,298 

m , 4 a o  

30,298 

162,778 
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Appendix 
Schedule B 

income Statement 

ig Revenues--Revenue Requireme 

2 Operating Expenses 

Power Productlon 
Transmission 
Dis t r ibu t ion  
Customer Accounts 
Customer Services Information 
Sal e5 
Administrative and General 
Depreciation 
Gener-31 Taxes 
Income Taxes 

Total O p e r a t i n g  Expenses 

Operating Income 

Non-jurisdictional 5 0.3% 

Jurisdlctional Opera t i ng  Income 

t 

Amount 
(000) 

$162,778 

46,3G6 
1,761 
5,483 
1,964 
328 

4 
9.500 

5114 435 -A- 

S 48,343 

(101 1 

$ 4a,21!2 
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Appendix 
.Schedule C 

Jur i sd ic t iona l  Rate Base 

E l e c t r i c  Plant  i n  Service 

Accunul ated Depreciation and Amount 

Net Plant  i n  Service 

P l a n t  Held for Future  Use 

Nuclear Fuel --Net 

un i t r a in  Services 

Working Capital 

Deductions 

T o t a l  Rate Base 

Non-jurisdictional @ 0.3% 

Ju r i sd i c t iona l  Rate Bas? 

Amount 
( 000 1 

$sag,s34 

$479,530 

S 3,060 

656 

6 

6,!69 

(34,512) 

5454,909 -- 
(1,365) 

5453,554 
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Appendfx 
Schedule 0 

C o s t  of Capi ta l  

Weighted 
cos t  c o s t  - Ratio - I tern - 

1 Long-term Debt 49.3% 8.97% 4.42% 

2 ?referred and Preference Stock 14.1 9.64 1.36 

3 Coriimon Equity 36.6 14.64 5.36 

Total 100.0% 11.14% 
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I. 

Item 

1 

2 

3 

4 

5 

_e 
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Appendix 
Schedule E 

Excess Capac i t y  

Investment in Generating Capaci ty  

Veighted EquiVj Re:Jrn 

Pro Forma Capacity 

Pro Forma Peak Demand Tlus 25 Percent Reserve 

Excess Capacity 

127*43 ''I' (5323,419,OCO) (.0536) = 
964.56 !4'd 

Tax e f f e c t  (t2,290,197 t .4887) 

Jur l sd lc t iona l  e f f e c t  ($4,686,304 x .997) 

Adjustment fo r  Excess Capacity 

Amount 

$323,419,000 

5.361: 

964.56 WW 

837.13 MW 

127.13 M W  

2,290,197 

4,686,304 

4,672,245 

4,672,000 
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DOCKET NOS. RPU-78-11 
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STAT3 OF IOWA 

DEFlRE THE IWdA PATS C 3 W R C S  COMMISSION 

IN W.: 1 
) 

COMPWY ) 
IOWA-ILLINOIS GAS &"ID ELZCTRZC ) DOC.ET NO.  :=U-73-12 

STIPULATION AND AGREEMEXT 

3:1 March 29, 1 9 7 3 ,  Iowa-zllinois Cas and 3lectri.c Company 

(Company) :ilcd w i t h  t h o  Iowa Stab0  Comercc  Commission (Connlsrfon) 

a rcvi:cd a l e c t r i c  t a r i f f  i d e n t i t i e d  as T?-78-1:1 whcccin Company 

proposed to incrcasc razcs f o r  4:actric corvica e f f e c t i v e  

A p r i l  23, 1 9 7 8 .  BY ordcr  ai Apri: 27, 1978. t he  Commission 

susponaed t h e  Troposcd Z i t "  Lncreaso fCr one yon: frcm tSe proposcd 

e f f e c t l v a  date 0: April 2 8 ,  1978 Lo A p r i l  2 8 ,  i 9 7 9 ,  and instituted 

a formal proceeding, Docket No. LX-78-12, t o  determine Lhc justness,  

rcasonablcnets, and lawtolmss of TF-78-111. By ordcr  of 

November 22,  1973, the Coihdsaion approved Com?3ny's corporate  

undertaking t o  guarantaa refunds and allowed TF-78-111 t o  b c c m Q  

e f f e c t i v e ,  solijcct t o  ref'und w i t h  i n t c r c a t .  Company p t rcod  such 

ratos i n t o  e f f e c t ,  subject  kc re:un< with i n t o r e s t ,  on 

Dcccmher 7 ,  19i8.  Such rates were i n  complfanco w i t h  t he  

Commission's order  issued Xarch a ,  197'3 en t : t l cd , ,  'Order Approvlnq 

ElCCtziC Ratc ncsiyn Sub3cct '1'0 The i r t a b l i s h c n t  Of An Ovcrall 

Revenue Requirement'. By order  of A p r i l  27, l97E, the  Cormnis:ion 

gran tad  t.x P c t i t i o n  to  In tc rvcne  o i  t h e  League of Iowa 

Munic ipa l i t i e s ,  A130 by order  of July 1 7 ,  1 9 7 8  the Commission 

g ran ted  t h c  P e t i t i o n  t o  Intcrvenc ?f Julius L. cart!!. 

This St ipu la t ion  nnd Agrccmcnc h a  been prppnrcd and e n t e r c d  

i n t o  b? the rignntories hcrc to  for t h e  purpose of Sottllng and 

U i a p s l n g  of a l l  t he  issucs i n  t h i s  proceeding. 
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'Zha juri3dic:ionaL Icwa ;ate basc Lor t h i s  procccding 

in $ 2 1 9 , 9 1 a , O O O  a; ?how on Sched'Jle 1 a t t a c h e d  here to .  

?ha : u r i sd i c t iona i  lowa revcnuc requirements  for t h i s  

pracsedinrj are shown on Scheduias 2 and 3 a t t a c h e d  herctc. 

?or 1 9 7 9  the ievenue raquirament is $97,62G,000 and prospec t ive ly  

i s  $98,41?,000. 

Thc rcfund r e p i r e d  a5 E r a f u l t  of t h e  ag remen t  of thc 

p a r t i e s  to L ~ C  revenue requircmentsshownon Schedules 2 and 3,  and 

t o  bc made by thc Company in t h i a  procecdinq is 51,6?9.300. All 

of tho increased revenues collect%3 i n  1978 pursuant  t o  s a id  revised 

e l e c t r i c  t a r i f f  i n  the mount  of 5 5 2 9 , 0 0 0  shall be rcfundcd. The 

balanceof  $i,llO,OOO s h a l l  be r=f,andcd from 1973 co l l ec t iono .  

Tha s a i d  revised e l e c t r i c  t a r i f f s  f i l e d  on Xarch 29, 1975, 

and mbscqucnt ly  r.odLfieci to nlopt  the Unitorn Zncrgy Ad justmcnt 

c lnusa ,  a6 i d e n t i f i e d  as 'PF8C-37, a r c  not, for tiic per i sd  aubsnquent 

t o  t he  refund period, cxccasivc Ear t he  purposcr  of t h i s  S t i p u l a t i o n  

and Agreement. 

As an int0g.m: par: of t h i s  S t i p u l a t i o n  and Agrmncnt 

an odjust.ncnt shall be appropr ia te  i n  f u t u r e  juriadictiono: 

Iowa e lec t r ic  ravonue reguirment i i e t c n i n a t i o n s  t o  recoqnize 

thc  amor t iza t ion  of a defer red  charge of $ 6 3 9 , 0 0 0  cver  

4 years bcg iming  in 1980 associated v i t h  abandoned nuclear  

p r o j w t s  a t  khe Quad-Cities S ta t ion .  

The Ccmpany s h a l l  mnkc the refund t o  i t s  Iowa j u r i s d i c t i o n a l  

electric c u s t m e r s  i n  tho amount of S1,639,000 plus interwst , 

a t  an annual r a t e  of 9% f o r  rcfundable  h u n t 6  CollectQd p r i o r  

t o  July 1, 1979 and a t  an annual  r a t e  of 12% compounded annually 

for refundablo amounts co l l ec t ed  subsequent to July I, 1979. 

Thc rafundablo perccntngcs a r e  1 0 0 5  f3r 1 9 7 8  and 6 . 9 6 1  for 

1979. 
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:or p u r p e c s  01 s a i d  re iund , i . ? te res t  vi11 bc c a l c u h t e d  

for ea& c u ~ t o m e r  beginning wi th  t!!e dua d a t a  of t h e  f i rs t  b i l l  

on which t h a t  customer is entit!.ed to a refund. Sales tax : 

appl icable  t o  each customer's p r i n c i p a l  moun t  w i l l  be ca l cu la tnd .  

Thc t o t a l  refund a h a l l  include t h e  p r i n c i p a l ,  i n t e r n r t  and 

appl icable  salts t a .  

The refunds w i l l  bo mnde dur ing  Septembcr,..1980: 

Amounts clue cu tomezs  i n  ilr:ears rill bO appl ied  a g a i n s t  t h c  

unpaid balance. Exis t ing  cuatomcrs will r e c e i v e  a c r e d i t  on 

t h e i r  September, 1980 b i l l .  .The pr inc ipa l  amount, t he  

i n t a r e s t  mount ,  ani tho  E J ~ P s  tax amount, t oge the r  wi th  &he t o t a l  

amount, w i l l  be shown on t 2 e  b i l l .  
. .. . .  

~ h o  rofund amounts will avcrilqe npproximatcly 5 6  pcr 

r c s i d e n t i a l  customer, dxcluding i x t c r e s t  nnd Sales tax. A c r e d i t  . 

On t he  customer's b i l l  i a  t hc  only p r a c t i c a l  method t o  use i n  

making a rcfund of t h i s  s ize .  

" f i n a l  bill" customcrs (thoao who have m o v 4  if the refund amounts 

to $1 o r  more. A rs iund r c p o r t  will bc made t o  the Commission on o r  

be:orc 90 days after a l l  refunds are i s sued .  

reports w i l l  be mado as required.  

Rcfund'checks will be i ssucd  t o  

Subsequent rofund ' 

By Order datcd DEcembar 28, 1 9 7 9  and January 3 0 ,  1980, the 

Conmiasion suspended :CViEEd elcc-trio t a r i f f  schedulcs  designed t o  

adopt t h e  Onifom Znargy Mjustxtent C l a u s e  [Comias ion  File TF79-632 

and TF80-37) to r  cne day and consol idated tbc m a t t n r  wi th  RPU-78-12 

f C r  f u r t h e r  i nves t iga t ion .  

rsvisccl electric energy c o s t  adjustment c l a u s e  conforms t o  

Commission Rule 250-20.9. 

The p a r t i e s  ncrnto agree t h e  Company's 

T h i s  S t ipu la t ion  and Agreement is nado purcuant  t o  Rules 7 . 7 ( 4 )  

and 7.9(2) oE the Commission's ~ u l e s  of P r a c t i c e  and Procedure, and 

-3- 
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if it  is n o t  accapced azd approved by o rde r  of t h e  Commission i n  it: 

Pn t i ro ty  v i t h o u t  con l i t i on ,  it s h a l l  be pr iv i l eged  and of no effcct.  

The provis ion$ of thin S t ipu la t ion  and Agreement a r e  intcndad t o  r e l a t a  

only t o  the Epecific na.tters referrel  t o  herc in  and no p a r t y  by ayreo- 

i n g h c r e t o v a i v e s  any c?aia or  r i 3 h t  which it may otherwise  have 

wi%h rcnpecr t o  any mattcrs not expressly provlded Lor hcrcln.  

It  is  f u r t h c r  spec i f i ca l ly  anderstcod and agreed t h a t  n e l t h c r  

t ha  s igna to r i e s  t o  this S t i ? u l a t i o n  and Agreement nor  any o t h e r  

pa r ty  o r  person :hail be S c a d  to 3ave approved, accepted, 

ayrced o r  consented :o any ratemaking p r i n c i p l e  or  any method 

of cost of sa rv i ce  dc tnrx ina t ion ,  or c o s t  a l l o c a t i o n ,  undarlying 

or auppoacd t o  UndarlLz &iy of the provis ions  of t h i s  

S t ipu la t ion  afid Agreemeat, c r  be prc judiccd  o r  bound khcroby i n  

any future Company ratc p r o c e t d h g ,  or in any proccedlng fxcep t  

as t o  said siqnatorius as s p e c l f i = a i l y  providca f o r  he ro ln .  

Ncither thls f t i pu in t ion  and Agrecmeni nor any of the 

. .  

provis ions  hereof Ghal?. hsccme e f f e c t i v e  unless and until t h e  

Conrmission h a s  anterad a Zina: order  approvinq and adopt ing a l l  

of the terms and conditions 0: t h i s  S t i p u l a t i o n  and Agreencnt 

without! mcdif icnt ionr  3r con l i t i on .  

IOWA-ILLiNOIS GAS L V D  BLZCT.PSC I O h X  STATE COMMERCE COXMISSION 
COKPA..Y 

BY 

Datcd t h i s  a day of 

1980. 

IOWA-ILLiNOIS GAS L V D  BLLCT.PSC I O h X  STATE COMMERCE COXMISSION 
COKPAXY - -. .. .- - 
BY 

Datcd t h i s  a day of 

1980. 

LEAGUE 4d&:LILE F IOWh MUNICI? L. CERTH 

=Y - 
t a  Attorney I t s  Attornay 

, Dated t h i s  - day of 
1980. 

Datcd t h i s  3.3 aa]. 0: 
1980. 

-4- 
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IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 

Docket NO. RPU-78-12 
Rate Base 

1979 

Plant I n  Service: 

’ Intangible Tlant 
Production ? l a n t  
Transmission Plant 
Distribution P l a n t  
General Plant 
Common Plant Allocated @ Additional P l a n t  I n  Service 

P l a n t  I n  Service 
Accumulated Depreciation 

and Amortization 

Net Plant  In Service 
Plant Held For F u t u r e  Use 
Common P l a n t  Beld FOK Future Use 
Nuclear Fuel 

N e t  Plant In Service 
Working Capital Requirements 
Rate Ba3e Deductions 

T o t a l  Rate Base 
.Non-jurisdictional 8 .3% 

Iowa Rate B a s e  

MidAmerican Exhibit 8.1 
Page 360 01 554 

Schedule 1 

$ 4 16 
163,911 
53,728 
81,174 
6,794 
7 , 4 2 1  

282 

313,732 

( 7 5 , 7 1 8 )  

238,014 
718 
80 

3 ,494  

242,306 
5,006 

(26,732) 

220,550 
( 6 6 2 )  

$219.918 



Schedule 2 

1CWA-IL;INOIS GAS AND ELECTRIC COMPANY 

Docket No. RRI-78-12 
Revenue Requirements - 1979 

Depreciation Expenses 
General Taxes Expenses 
Income Taxes Expenses 

Total Operating Zxpenses 
Return on Rate Base 

Revenue Requirements 
Non-jurisdictional @ - 3 %  

Jurisdictional Revenue Requi 

MidAmerican Exhibit 8.1 
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1 

Power Production ExTenses 537,148 

Distrihukion Expenses 3,981 

Sales Ex;ienses 9 
Administrative and General Expenses 5,335 

10,997 
5,773 

10,919 

Tranrmission Expenses 1,227 

Customer Accounts Expenses ' 1,421 
CXst3mer Service and Infornational Ex?enses 331 

$77,141 
20,779 (1) 

em nts 

$97,920 
(294) 

$97,625 

(1) Rate base of $220,580,000 (Schedule 1) x 9.423 return on 
r a t e  base (Schedule 4 )  = $20,779,000. 
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Schedule 3 
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IOWA-ILLTNOIS GAS AND ELECTRIC COMPANY 

Docket No. RPU-78-12 
Revenue Requirements - Prospective Period 

Power Production Expenses 
Transmission ZxFenses 
Distribution Expenses 
Customek Accounts Expenses 
Customer Service and Informational ExIJenses 
Sales Expenses 
Administrative and General ExpensPs 
Devreciation Exaenses 
General Taxes Ex?enses 0 Income Taxes Ex?enses 

Total Operating Zxpenses 
Return on Rate Base 

Revenue Requirements 
Non-jursidictional @ .3% 

Jurisdictional Revenue Requirements 

$37,630 
1,239 
4 , 0 2 0  
1,435 

334 
9 

5,513 
10,997 
5,788 

10,919 

77,934 
20,779 

98,713 
(296) 

$98,417 

I) July 1980 
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IOWA-ILLINOIS GAS AND SLECTRIC COMPANY 

Docket So. RPU-78-12 
Cost of Capital 

1 9 7 9  

D e s c r i p t i o n  Amount 

Long-term Debt $250,955,000 

P r e f e r r e d  Stock a P r e f e r e n c e  S t o c k  

20,032,394 

5 5 , 5 4 5 , 1 6 7  

Common Equity 1 9 0 , 4 7 1 , 9 1 7  

T o t a l  5 5 2 5 , 0 0 4 , 4 7 8  

MidAmerican Exhibit 8. I 
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S c h e d u l e  4 

Capitalization 
Ratio 

4 7 . 8 0 9  

3 . 8 2 %  

10.588 

3 7 . 8 0 %  

100.00% 

cost 

7.33% 

5.89% 

9.16% 

12.50% 

Weighted 
cost 

3.50% 

.22% 

. 9 7 %  

4.73% 

9.423 

- 
__. - 

J u l y  1980  
e 
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S i A l E  OF IUUA 

:OUA S T A T E  COHMEXCE CUMMISSION 

I 

IN RE: 

IOUA PUBLIC SERVICE COMPANY i 

ORDER APPROVING STIPULATION AND AGREEMENT 

(Issued November 10, 1983) 

On August 16, 1983, IOWa PuOlic Service Company (Company) filed tariffs 

Identified as Ti-83-426 and TF-83-J?7, :or d revision in i t s  rates and 

charges f o r  electric utility S e r ? ' c ? .  

Commission order o f  September 6 ,  I lCZ .  On UCtOOek&,. 1983,'lowa Citizens 

f o r  Comiunity lniprovement (CCI) and T e r r a  Chemicals Internationai , Inc. 

(Terra) were granted'incervenor s : d : u s  i n  :tie proceeding. On 0c:ober 7, 

1983, the Comnission authorized :he C m p z n y  to bill and collect incre3sed 

rates on an interim basls comencina October 13. pending hearing and 

decision. 

appllcatlon f o r  rehearing concerning the interim rates. 

Company. OCA, and Terra filed a proposed stipulation and agreement for the 

approval of the Comission. 

approved. 

?.'.I A part of Company's evidence in this rate case was a cost-of-service 

study. 

certain classes would be subject to a greater percentage increase than 

These t a r i f f s  were docketed by 

O n  October 17 the-office o f  Consumer Advocate (OCA) filed an 

On October 26, 

The proposed stipulation and agreement w i l l  be 

., 

If the results o f  this Study were applied to Company's r a t e s ,  

i 
I I 
1 
I 

i 
i 
I 
~ 

! 

I 
I 
I 

I 

1 

I 

I 

I 
I 



11".  1.1 Y-Ud-c;I 

Page 2 

! 

MidAmerican Exhibit 8.1 
Page 366 of 654 

I 

c e r t a i n  o t h e r  C!dsjes. IJnaer i \ r : i c l e  ! t  o f  :he s t i p u l a t i o n ,  a u n i f o r m  

i n c r e a s e  w i l l  be d p p i i e d  t o  d i I  C l a s s e s .  and Coinpan)' i s  t o  p r e p a r e  a n o t h e r  

c o s t - o f - s e r v i c e  stuGy as p a r t  O f  i:s nex t  r a t e  case. 

d i r e c t s  Company '3 f i l e  In: cos:-Of-service study on or b e f o r e  J u l y  1, 

1984. w i t h  t a r i f f s  s e t t i n g  OuL d r a t e  s t r u c t u r e  based on t h e  r e s u l t s  o f  t h e  

s t u d y ,  if t h a t  r a t e ' s t r u c t u r e  would be d i f f e r e n t  than t h e  r a t e s  t h e n  i n  

e f f e c t  . 

The Comnission 

Company . i s  d i r e c t e d  t o  f i l e  q u a r t e r l y  repo r t s .  beg inn ing  January  1, 

1984, c o n c e r n i n g  the  e f f i c i e n c y  o f  Company's management. 

t o  be c o n t a i n e d  i n  the r e p o r t s  W i l l  be t h e  sub jec t  o f  a l a t e r  o r d e r ,  t o  be 

i s s u e d  a f t e r  Company has d iscussed the mat :er  w i th  t h e  O p e r a t i o n s  Review 

The i n f o r m a t i o n  

-. -. -. D i v i s i o n  s t a f f .  

Finally, t h e  Commission f i n e s  i l i a :  the dpp1:cation f o r  r e h e a r i n y  f i l e d  

on Oc tober  17, 1983, by OCA i s ' r e n d e r e d  moot by the p r o v i s i o n s  o f  t n e  

s t i p u l a t i o n .  

I T  IS THEREFORE O R U E R E D :  

1. The proposed s t i p u l a t i o n  and agreement f i l e d  by Company, T e r r a  and . 
OCA I n  Docket  No. RPU-83-29 i s  approved. 

2. Company i s  d i r e c t e d  t o  f i l e  a c u r r e n t  c o s t - o f - s e r v i c e  s t u d y  cil or  

b e f o r e  July 1, 1984, a long  w i t h  t a r i f f s  s u p p o r t l n g  a r a t e  s t r u c t u r e  based 

on t h e  r e s u l t s  o f  t h a t  study, i f  such a r a t e  s t r u c t u r e  would be d i f f e r e n t  

t h a n  t h e  r a t e s  t h e n  i n  e f f e c t .  

m a t t e r  s e p a r a t e  f.rcin Docket No. RPU-83-29. 

T h i s  p roceed ing  will be d o c k e t e d  as a 

3. Company i s  d i r e c t e d  t o  f i l e  q u a r t e r l y  r e p o r t s  b e g i n n l n g  January  1, 

1984. c o n c e r n i n g  t h e  management e f f l c l e n c y  of  t h e  Company. The I n f o r m a t i o n  




